§1000.410

§1000.410 What conditions shall HUD
prescribe when providing a guar-
antee for notes or other obligations
issued by an Indian tribe?

HUD shall provide that:

(a) Any loan, note or other obligation
guaranteed under title VI of NAHASDA
may be sold or assigned by the lender
to any financial institution that is sub-
ject to examination and supervision by
an agency of the Federal government,
any State, or the District of Columbia
without destroying or otherwise nega-
tively affecting the guarantee; and

(b) Indian tribes and housing entities
are encouraged to explore creative fi-
nancing mechanisms and in so doing
shall not be limited in obtaining a
guarantee. These creative financing
mechanisms include but are not lim-
ited to:

(1) Borrowing from private or public
sources or partnerships;

(2) Issuing tax exempt and taxable
bonds where permitted; and

(3) Establishing consortiums or
trusts for borrowing or lending, or for
pooling loans.

(c) The repayment period may exceed
twenty years and the length of the re-
payment period cannot be the sole
basis for HUD disapproval; and

(d) Lender and issuer/borrower must
certify that they acknowledge and
agree to comply with all applicable
tribal laws.

§1000.412 Can an issuer obtain a guar-
antee for more than one note or
other obligation at a time?

Yes. To obtain multiple guarantees,
the issuer shall demonstrate that:

(a) The issuer will not exceed a total
for all notes or other obligations in an
amount equal to five times its grant
amount, excluding any amount no
longer owed on existing notes or other
obligations; and

(b) Issuance of additional notes or
other obligations is within the finan-
cial capacity of the issuer.

§1000.414 How is an issuer’s financial
capacity demonstrated?
An issuer must demonstrate its fi-
nancial capacity to:
(a) Meet its obligations; and
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(b) Protect and maintain the viabil-
ity of housing developed or operated
pursuant to the 1937 Act.

§1000.416 What is a repayment con-
tract in a form acceptable to HUD?

(a) The Secretary’s signature on a
contract shall signify HUD’s accept-
ance of the form, terms and conditions
of the contract.

(b) In loans wunder title VI of
NAHASDA, involving a contract be-
tween an issuer and a lender other than
HUD, HUD’s approval of the loan docu-
ments and guarantee of the loan shall
be deemed to be HUD’s acceptance of
the sufficiency of the security fur-
nished. No other security can or will be
required by HUD at a later date.

§1000.418 Can grant funds be used to
pay costs incurred when issuing
notes or other obligations?

Yes. Other costs that can be paid
using grant funds include but are not
limited to the costs of servicing and
trust administration, and other costs
associated with financing of debt obli-
gations.

§1000.420 May grants made by HUD
under section 603 of NAHASDA be
used to pay net interest costs in-
curred when issuing notes or other
obligations?

Yes. Other costs that can be paid
using grant funds include but are not
limited to the costs of servicing and
trust administration, and other costs
associated with financing of debt obli-
gations, not to exceed 30 percent of the
net interest cost.

§1000.422 What are the procedures for
applying for loan guarantees under
title VI of NAHASDA?

(a) The borrower applies to the lender
for a loan using a guarantee applica-
tion form prescribed by HUD.

(b) The lender provides the loan ap-
plication to HUD to determine if funds
are available for the guarantee. HUD
will reserve these funds for a period of
90 days if the funds are available and
the applicant is otherwise eligible
under this subpart. HUD may extend
this reservation period for an extra 90
days if additional documentation is
necessary.
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